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OOnHEMT DEVEL0PMEH3S 

NGRTBpN ARMi In Ifexico, Iferxist unity conferonoe next JtOy is not 
oxpected to bo successful (p, 2), 

CEJpiAL AREA I In Brazil, the Communists are carrying on a virulent cair- 
palgn against the Rio Ifeeting of US Ambassadors (p. 2) 

SOUTHERN AREA: In Chile, a step tcwjards the left has been taken with a 
new predomnantly leftist cabinet (p. 2), In Argentina, UK-Argentine 
trade relations are not ejqpected to be substantially inmroved by forth- 
eoming negotiations (p. 3). 
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1. UBXlCOs 


S. 


Statist Co^orenec Scheduled 

A^tiber attea^t to cot^oli4at'e ail CorriBiunist groups ansi 
unaffiliated Marxists tjHI mde next July, aucoi'diiig to an 
^o^enent l?y the splinter groiqjs, Accion Socaalista Iftiificatia 
(A8U) and Mcfviiaiento Heivindicador del Par tide aoiauiiista (laiPC) j 
tbeee gro\ps are ©videntJy going ahead with plans for a 'Congiess 
Ox lbrxl0t ttoity^ dasplte *bhol2* fdilurfi jin a recen^ to sec 

adherence of iogjortant Marxist elan»nta, including t4oo Fartido lo’Er 
nleta Mexicano (PCM). 

The failure of the unification attenpt of last January oa 
i n a large measure, be attributed to the govenscsiTt’'s sustaiiied an- 
Coommlst drive, B/U esUiaatea that tij® Ju3y corigreos idll xioi 
prove ar^ inore successful because the government, conoistont with 
its policy of limiting the capabilities of opposition gioups, laay t 
expected again to renew its anti-Conaminist campaigii. 


®^2IL: Vir^nt Oomaiuais t Campaign Against Rio teotiiix: of US 

Aabaasadors ' ---——-- 

xhe Brazilian Cemmanists are carrying on 


wi;il"'pxariQed a*:,. 


widely organised oanpai^ against the conferenco of Ud Axabasaaders 
being held in Rio ds Jax^iro this week. T^ie CcEaam is ts ax"3 aljic a 
attacking the visit of Mr, Kennan and Assistant Secretaiv of State 
mier v&iom they term as "Yankee spies". The Brasilian police have, 
stated that this caegjaign is more vinaent than anything iii tSisir 
rec^t experience} they have talcen preventative lagasures ai^inst tii.. 
^ffl^st organizers and have alreat^y made several arrests. Althoui;, 
Cojsgsunists %o 30£Q6 ci©ini^stArfiLzlOtA^ 

I ■■ ■ , I police will be able to i-estQi;e order befca; .= 

the demonstrations reach acrious proportions. The anty units in an u 
MBaedlately ad^Jacent to the city of Hio, moreover, eutii-oliy 1® j ■ 
to the govomment and can be used iii ai^ emargeixey. 


5. CHIIE: Gcirarasent love Towards the Left 

tlw face of current adversities Chile has .aken a step 
toerards the left by installing a predominantly leftist coalition cadi 
!?u_ ^ ^03fiapr one, 7?hich ''ms con^^osed of parties both of 

and the righw. Such a step is liics3.y to foTcs President 
OoQzalaa lldelA to _al^r his previous Bidklle-of-ths^road policy of 
coUaboratxng with boch. rightist and leftist groups iii favor of a 
more leftist orientation. He msy also, as a result oi’ the cabinet 
chang^ ba soiae«dist x'ostricted in his xeq of the Defense of Deiaoorau,? 
uw and the Special Powers Ac t TJhlcfa have proved invaluable weapons ' 
to him for maintain^ order and controlling Coj-aorunisv, tixreats. On 
wie other hand, it ie unlUoely that Congress, containing a large 
C^ervative bloc, will enact dangerously radical maaoures, - Miila 
!. it is true that the Goioairiists nay find a more friendly attitude from 
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soma of the parties in the ncur cabinet, D/LA astiaates that the icove 
to the left will not result in sufficient Conmiunist strength for the 
Gontnamists to become an inmediate throat to the stability of the 
gwerament. 

li, ARGENTINA: UK-Argentino Tirade Relations 

Itosatiisfaotoiy UK-Argentine' trade relations, ishich adversely 
affect Argentina's economic stability, are not expected to be substan¬ 
tially improved by the forthcoming negotiations betrreon the two cowt- 
tries. In these negotiations, Tihich include establishing tise meat 
price and trade goals for the second year of the June 19^+9 oomccrcial 
agreement, Argentina is in a poor bargaining position -ssith its princi¬ 
pal customer, the DK, Argentina's critical shortage of sterling has 
been due to a reversal of its traditional favorable balance of trade 
with the DK and to dependence on British stpplies of fuel and other ■ 

essential materials. The UK is therefore in a good position to press 
for continued low meat prices, for revision of Argentine exchange [ 

rates favorable to the UK, and for comnitKcnts to liquidate financial 
and coimnercial arrears. The UK will probably agree to expaixi its i 

purchases in Argentina, while the Argentines may make some concessions ? 

regarding their exchange rates. Although there has been no indication I 

as to the extent the Argentines nay b© prepared to resist British [ 

pressure, there is resentment against the UK for raducing purchases ^ 

partly to maneuver Argentina into an unfavorable trade position, [ 

There is also increased evidence that Argentina is becoming disillu- e 

sioned with such strictly bilateral trade schemes which, in this ! 

instance, has resulted in aggravating trade difficulties and reducing | 

the total voltme of trade, f 

In view of these circumstances, there is 13.ttle reason to 
expect that the iww negotiations will produce results any more favor- [ 
able for the Argentina economy tlian the coionerical agreement of Juno * 

19^9, I I (D/M Wkly, 6 Jul k9), j; 
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r-; Ottrrrot OwmaxUrnt SMwjrtAca in Latin Aaerica 

— ScreptioTia to tH* dwUning trend in Csn-raunint 

imrwPE su^ influence in Itftlll Alinrioa haw appeared dia-ing tl*e p»»4 
qMrter« 1i6i|»Tar, MU twv« continued at about 

■duu Jon lov»:i,and OoHwilgt divdbdUtito In latii! ftasrica still ro- 
wnll.) 

, ttiree oonili* ^i^Vlties of the Cotsnuriiat parties in i 

^tin kf^ngl'Om have been ooDcerned JarfOlj with the probxeaa of continue nfe i 
1-0 oxist* fiaphaeis has been pllaoed oa labor orgariisations in soaie areas 
and deals in otlMra* To regain pcpular support .; and to conn tan- 

adt 'tlw v» 3 ^ damaging charge oiT U3SE control made against local. Cirnranai st 
Pi^tles^' ■ttie international aspects of Coflaaunlsni have been generally \ 

**?**^^^ issues havs'been iwqphasizedj The '*Psa?a« caiupaign has 

lost Rvst of its moiKntuia^ thbugh Itt has gone ou quietly in soiae piacae . 

The CoMMist^dominated ConfMoracion de Trabajadores do la kmaricn Latii a 
(0T^)lU*.!4^aoring a’South Ajaeri^^ux labor conff>ra.nce olanjied for March 

n :• ' . ' r 

Conwunlefc stieilgCh ebbsd sll^itlj) in Mexicoj, Argentina, and 
Colcudsld''during the past quarter, lastly because of gc'/ei'nn>ent sponsored 
antl^KhM|nn|i8t activityr , . . . 

■ •* ■ V.:, ’ 

l^'llsa^co during the past thrss jppnths, the adndnistratioa has been 
de^slojwg^ mors or less 93hsiii#»t^igartii-43orair.uniet campaigno fihen ihc 
ConiMdAs began to criticize th«f jg^jecBiaeat and the president, Conaiuniai; 
^*^4**^*4® unions was osaurOTered oat of office and replaced by 

opportnnntB^ who nay also be^gjJilunsieB^lartSj.but who favor the administration., 
Ihen CqJW^ets began to use the tSd strike for organiKational purposes,, 
goterpawnt declared it illegal broke up a union meeting with some 
violondeiah^. unfavorable publicity^ flecehtly the President activated a 
youth to compete with CommuitLst and other political aleineats seeking 

to develop support in that sector, 

i 

In Argentina, the camnd-ttee on anti^Argentine actii.rities lias proceeded 
to closil CoifflBunl.st newspapers, and Party and I'ront^group headquarters in , 
yaHoua provinces! and a pui-ge of Gomaunlsts from the officially suppor^ied 
..abor federation (CGI!) has also been continuinga 

In Colombia the Communist Sarty headquarters was raidedi and the Cc®-- 
mutil-st^lnfluenced la.bor x'ederation (GTC) was discouraged by various deviceiri, 

G^^sj On the other hand, there have been slight political gains in 
GoBHuunfit strength or influence in Guatemala, El Salvador, and also possl- 
bj.y The second of the two ma^Jor Quatemalan labor federation^' joined| 

1 L: ' ; 
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ti'ic CTAl and the y?Fa'0 recently and Ccirtavirdat syiapathizors in that- co Eitij 
,r.?puriedly are -working in the ^leftist particst iivhlch are sapporting (; 

A fbena - the leading presidential candidate for the coralag elections^ In 
GvJEtemala^ Gonsriunista have not only been tolerated, but also CoEanunist 
?^roaps have been government subsidizedj and Conmiuniatically inclined parsons 
hnve been given go^'emraent jcba As a consequence, in the coming quarter, 
CoKmunis'fcs tsay bs able to gain f-arther political influerce in this counuyi. 
in lil Salvador Oonmiunista have oomhlned two political parties and cctild poosi- 
bl'gr identify themselves with the Liberal elements dissatisfied adth the can¬ 
didacy oX Major Osorio, In Cuba, the Gommunisto are preparing to join ferbeff 
mth the Batista-Orau opposition to Prio for a by-^-electiono When this 
accomplished, as seems likely, the Cuban Coamiunists will have mad® a diolinct 
gain. 

Slight gains have been, noted in Communist influence In labor in Vehs’^ssp^lai 
Peru, Costa Rica, and Nicaragua^ In these countries, Comaiirdst labor activity 
has been tolerated since the present regimes consider this no threat to ch»®n; 

It is estimated that, although some farther labor gain:; might acc-i-ue to thit 
Comiamiists, the governments in. each case coaid aasily contain such gains 

Ho Change ; In the other countr.ie3 various factors have resulted in no 
change in 'Comunlst sbrengthl In Brazil, Bcl’.-".la, and Chile;, Conmiunists 
have been arrested., fined, jailed, and deported; Coruaunistr propaganda hs.a 
been seized; anti-^Communist propaganda has 'jeen genoi^aled, and general re¬ 
pression of the Gommunist'^ continued■. This repression has prevented the 
Gommunists frcpj making &txj g.aino In these countries„ 

p7.'obabla Future Developmeats 

In jifoxieo anci Argentina it is estimated that in the comiag three moethf. 
■the Cozmnunists will lose some mcire cf their strength and propaganda mchlrpry 
through anti<-€oiia3sunist goverr4ir.ent 3ctio,n, wiuile in Guatemala scud Cuba tluey: 
will score further gains,. In tl-K other X.at-An Anerit;an cocaitrias i.t 1» be¬ 
lieved that the Gommuni-sts during this perriod td-ll aaintaxa their orgaiiiJia 
tlon, acti-vi-tiea, and propaganda at about th® same Iot le‘7cl as in the paeji 
quarter^ The "Peacs*^ campaign may be expected to go on quietly in isoiTie 
places, but no hem sphere-vdde *'Peace" meetings -sri-ll -te-ke place aoon,. The 
CTAL Labor Conference will probably be pfostponed, b-u't vjiien held my also bje 
a front for hemispher®'Wide secret Communist jiieetingSj -uid e for-osa for uniji- 
Us propaganda,, Anbi^IJS propaganda tued to popu.lar local i.ssuea;. may, in 
some instances, result in delay ox- obstiuctiori of dcvelopiaents desired by bs, 
such'as the signing of the Rio trea-fcy by Gtiateasala,. Cc;.:3iixui3t control of ' 
labor in transport, port, communica'tiona, and strategic mteriala Is not ex- 
pec-fced to increase during the period, and Coauaur-ist iniiplred or prolongesd 
strikes -sfill not serio-ugiy affecii -the flow of Latin Asicrican aacerials to 
the USo • . 


i 
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the CuiT-ent. Situataon in Pera 


( Suimnary The Odria regime., deapits gTcn^.ng political oproosi* 
tion, maintains its stability., The economic situation continues 
to sho^ soiise improvement., The armed forces remain substantially 
loyal to the government,. Although thc^ .Aprietas have become 
somsrjrtiat bolder, they are unable to inake a major move; the 
Communists do not at present constitute a sigfjificant force., 

Peru’s relations mth other countries have increased in cordiality- ^ 
— The situation as to US interests has beosa advsrseli' 
affected, to a slight degree, by delay in the issaanoe of a petro¬ 
leum law favorable to foreign capital and by the Peruvian govern 
ment'S failure to allow payment of a large coironercial arrearage 
due the US,) 

FcliUcal 

TE5" ‘Odria regime, despite growing political opposition, maintains 
its stabilityo Sontt political, groups oppose the deci'ee governing the 
2 July elections and feel that the resignation o.f Odria on the day of 
the election in order to run for President mil not satisfy relevant 
constitutional provisions,. Further di-ssatisfactica is eng.end3red by 
Odria" 3 failure to meet conflicting demands for congressional seats 
lately the object of a stx*enuou3 campaign by interested individuals.- 
nevertheless, Odria still has the nomnal support of the, inajor legal 
parties, of most of the former indepeiident congressmen, and of the 
powerful JJiro Quosada and Prado factions., . Since he controls the armed, 
forces and has arranged matter s so th-it the Apristas, Peru’s most nuuoerous 
25X6 politic al groupj | Odria sho uld be able to look fonward to 

victory! I d/lJv estimates that the dissatis' 


25X6 


faction of various political groups and portions of the armed forces is 
not likely to threaten the tenure of the Junta prior to the electiono 

Economic 

'{*eru" 8 economic situs tion continues to show some improvement despitsj 
unfavorable factorso While the national budget for 1500 is nominally 
balanced, it authorizes a total expeuditars ul percent more than th© 

I9I+9 totalo Such a large increase in the budget v^as a shock to coi'Uiier- 
cial clrcleso Contrary to the reccciffiieridations of the Ilcin Mission^ no : 
provision for new taxes has been joado. Thua, it uppe.urs ihut the goveriH 
ment will again be forced into deficit .finaiicing mth it.i attendant cvi/lg.. 

Of concejn to the US is the re,port th:j,t the new petroleum proposals 
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instead of being issued as a decree '' may be held up until Congres ■ 
can enact them into law,. In such a case nationalists j.a Congress a'ould 
be certain to make many chariges the probable xc^-suj.t that the fim.!. 

law would be considerably less attractive to foi’eigsi 

In the last months the soj_ . has cor/t.iuued to a -praciate but appeal,, 
to have found its levslo As foreign e;';changc is sufficient for import.;- 
no major variations are anticipated in the exchange rate for the iiimr" 
diate future* Prospects for cotton, Pera-s most iuportant export, are 
more favorsble than at this time in Ipli?, while the 19h9 sugar harvest 
is expected to exceed slightly that of 19kBu In general, econoaiic 
prospects for the next qi?arter appear reasonably promising* 

Milit<yy 

'Hie Odrfa regime maintains control of the armsd forces despite the 
existence of various disaffected and subversive groups* Hie government 
is, keeping under suirveillance General Moriega (Minister of War), Col* 
Alfonso Llosa and GqI^ Montesa, reportedly plotting aepax'atelj against 
the regime, and has arrested other officers* Col..; Montesa represents 
tho most dangerous threat because hs has ths support of influential 
civilians* 

December marked the close of the training period for the Peruvian 
army, after which conscripts were dis!sd.ssed and a new class of 17,000 
was inducted for a two-year period* There has been, -therefore, the 
normal decline in efficiency and ?iiorale,, Appropriations fesr the armed 
forces, though increased in amount, still constitute 20^ of the total 
budget* Hie Air Force has been disappointed over s. US decision refusing 
export permits for U jet planes on which down payments had been iria-d©* 

Subversive 

The Apristas the most numerous proup opposing the present regiirLO 
— reiJiain disorganized by continued repi’sssicn and surveHlance and con¬ 
sequently are so weak that they are .unable to make any iia;i.jor move at 
this time- Nevertheless, as a result of the slight decline in the 
stz'angth of the Odrxa regiine, they have becoxae somovihat bolder* Their 
potential for causing difficulties in the future, therefore, is sig¬ 
nificant pri.marilj in relatj.on to the inner we^-kaess of the Qdrxa regiee- 
which could develop over the longer tei-m* The Communists, on the other 
hand, represent such a small group numerically that it is unlikely that 
they will constitute a significant force du.ring the coming mo-viths even 
if the regime continues to tolerate their activities* 

International 

Peru*s foreign relations ha-vs increased in cordiality* It is true 
that commercial relations with ths US have lisea. advorEsli? affected by 
the Peruvian govez-ament'^ s disregard of .Its laz’ge conmiei-cial debt to the 
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US in favor of a relatively small current debt to Argentina, i^urtharraerti■ 
Ih® immixient reopening' of Peru’s long-standing boundary disDute vdth 
Ecuador at a meeting of the guarantcr nations ,of the l‘yU? Rio Id’otocol 
ma;/ cause difficulties. On fee otiier handj a Parvivian“Scuadoran trade 
agreement has been dh'ssvn up in drafts and Boli-iO.a has ; 3 ‘:enti.y appointed 
aa Ambassador to Peru aftei' leaving that post ’'.'acant for ovex- a, year.- 
Peru and Colombia have appointed ad hoc justices, who will be incor¬ 
porated into the International Court"oi!* Justice^ tc re^ieTr the Eaya d© 
la Torre asylum case., Fera''s g1.os£ ties with Spain are- indicated by - 
the Spanish Aaibassador’s decoi'ation of Pera’c Eoreijpi binister and fee 
arrival in I,im in mld-fecembe:?' of a .Spanish Police Mlissi-on,. On 20 
her 19h9f a Pernivian-Itallan comsrcial .3 p-eement, vdiich provides for the ; 
exchange of products on the basis of sterling crodits, approved by 
tho juntao 
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US»Argen1Ane Relations 


An iaportant development in Latin America is the increased posaiblllty 
iB?)rDvement in US-Argentine relations that would advance US iatereetn 
both in Hemisphere solidarilgr and in economic stability in Argentinao Dar- 
Mg past ii^nths persistent economic dislocations and the pressure of an 
incre^ingly stringent finwaclal situation (with shortages not only of dollars 

intensified Peron’s recogaiUon of the necessity 
for at least limited ocoaondc collaboration with the US. Recent events indicate 
some progress in this direction, in spite of continuing difficulties. 

Argentina's National Economic Council, for example, has sug 
ps^ «jat a US-Argentine Treaty of Prlendehip and Economic Development mi^t 

problems and in attracting foreign capitalo More 

regarding financial assistance fton the 
^ aovemmew as essential to iiig)rovod economic stability, has offered certain 
wsw^esthat it will revise its economic policy so as to qualify for such 

preseni dollar earnings are so reduced as to pi«clud« axxy 
q^ck ^qui^^on of Argentine dollar irreara to US rxmss regular parents 
Itsve alrea «^7 been undertaken a fev months aeo 
nxzes the importance of satisfying ^ 

to* i. Argentina. pArtlcOarlfS? 

that p.,£n,. teS hf 

econnnlo *?" ““ ‘>“' 1 , contlmed 

present olroumatanoes of D&-Ar*entlM''trad?hiit'*i^'ti,°^ toprovenient under 

to eoi«" “5i?s- 

of the outetanding JS-Argentlne trS^ a^d^Si" proSiriSlT^ 
urgent for him. ixnancxa.. prooiems will bectmio more 
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